








Annual Rep ort 

Kellogg Company, headquartered in 
Battle Creek, Michigan, is the world's 
leading producer of ready-to-eat 
cereal products. The Company also 
manufactures toaster pastries, frozen 
waffles, cereal bars, and other conve¬ 
nience foods. 

Founded in 1906, Kellogg Com¬ 
pany has a heritage of excellence and 
a reputation for products that provide 
superior value and contribute to a 
healthy diet. Kellogg products are 
manufactured in 19 countries and dis¬ 
tributed in nearly 160 countries. 
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(dollar amounts in millions, except per share data) 


1994 Change 


1993 Change 


1992 Change 


Net sales 

Earnings before cumulative effect of 
accounting change* 

Net earnings 

Earnings per share before cumulative 
effect of accounting change* 

Net earnings per share 

Dividends per share 

Cash provided by operations 

Capital expenditures 

Return on average equity before cumulative 
effect of accounting change* 

Debt to total capital 

Average shares (millions) outstanding 


$ 6 , 562.0 

+ 4 % 

$6,295.4 

705.4 

+ 4 % 

680.7 

705.4 

+ 4 % 

680.7 

3.15 

+ 7 % 

2.94 

3.15 

+ 7 % 

2.94 

1.40 

+ 6 % 

1.32 

966.8 

+ 21 % 

800.2 

354.3 

- 21 % 

449.7 

40 % 


37% 

36 % 


35% 

224.2 


231.5 


+2% 

$6,190.6 

+7% 

— 

682.8 

+ 13% 

+58% 

431.2 

-29% 

+3% 

2.86 

+ 14% 

+62% 

1.81 

-28% 

+10% 

1.20 

+ 12% 

+ 8% 

741.9 

-21% 

-5% 

473.6 

+42% 


33% 



21% 



238.9 




See Note 9 within Notes to Consolidated Financial Statements 










Since its founding 
in the United 
States in 1906, 
Kellogg Company 
has been a growth 
company, reaching 
out to develop 
new markets 
around the world. 
Here, by decade, is 
the development 
of Kellogg's global 
manufacturing 
network, which 
now serves 
consumers in nearly 
160 countries. 


1910-1919 

Canada 


1920-1929 

Australia 


1930-1939 

Great Britain 


F : B I ‘ M 


South Africa 




Mexico 



Continuing to grow through global 
strength, Kellogg Company achieved 
record results during 1994. The year 
was marked by challenging condi¬ 
tions in the U.S. retail cereal cate¬ 
gory, but also by a solid overall per¬ 
formance by our businesses around 
the world. 

Your Company's sales increased 
for the 50th consecutive year. Ex¬ 
cluding one-time events, earn¬ 
ings were up for the 42nd time in 
43 years and earnings per share 
rose by 8 percent to S3.15. Our 
dividend increased for the 38th 
straight year, with an 8-cent rise 
to $1.40 per share. 


Arnold G. Langbo 

We continue to be the dominant 
global leader of the ready-to-eat 
cereal category, which will remain 
a growth category well into the next 
century. The positioning of cereal is 


remarkably strong. It offers great 
taste that appeals broadly to con¬ 
sumers of all ages in diverse markets, 
convenience that fits today's in¬ 
creasingly active lifestyles, and a 
nutritional profile that makes cereal 
a perfect component of the low-fat, 
high-fiber diet that science and 
medical authorities around the world 
are recommending to consumers. 
The growth prospects of the cereal 
category have been further en¬ 
hanced in the 1990s by global and 
regional free-trade agreements 
and by increased overall openness, 
stability, and economic development 
in markets around the world. 
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Although our greatest long-term 
potential is in the large high-growth 
markets of Continental Europe, Asia, 
and Latin America, even the world's 
most developed markets, in¬ 
cluding the United States, 

Great Britain, Canada, 
and Australia, continue to 
offer substantial oppor- I 
tunities. Our cereal volume 
performance in the U.S. was 
negatively impacted during 1994 
by our planned reduction of price 
promotion spending on established 
brands. However, we believe this 
was an important step to position the 
Company to maximize both long¬ 
term growth and shareholder value 
creation, and we are encouraged 
by the continued overall growth of 
cereal consumption in the U.S. 

Our global leadership in cereal 
is increasingly complemented by an 
expanding convenience foods busi¬ 
ness. This business is growing sig¬ 
nificantly in North America and is 
beginning to spread to new mar¬ 
kets around the world. 

The growth of our business is 
guided by globally trained Kellogg 


managers who are given consider¬ 
able authority to make strategic and 
tactical decisions on a local basis. 
With the benefit of Kellogg global 
learning, our managers pursue 
growth opportunities that 
are consistent with Kellogg 
Company's philosophy (see 
inside back cover) and our 
six principal value-creation 
strategies. 

These six global strategies are to: 

1. Focus on and strengthen our 
core businesses. 

To tighten our emphasis on cereal 
and convenience foods, we have di¬ 
vested seven non-core businesses 
over the past three years, including 
the Mrs. Smith's pie business in 1994. 
We also have increased our invest¬ 
ment in brand-building advertis¬ 
ing, improved the economic struc¬ 
ture of our U.S. cereal business, and 
invested heavily in the ongoing 
development of our high-potential 
convenience foods business. 

2. Improve our new-product 
program. 

In today's competitive market¬ 
place, successful new products are 


extremely valuable. Our more disci¬ 
plined approach is producing high- 
potential new products, including 
cereals such as Kellogg's ® Low Fat 
Granola in 1992, Kellogg's® Rice 
Krispies Treats® in 1993, Healthy 
Choice from Kellogg's ® and 
Kellogg's ® Pop-Tarts Crunch ™ in 
1994, and Kellogg's Temptations '“ 
in early 1995. 

3. Lead the way into new 
markets around the world. 

This leadership is the cornerstone 
for increased profitability and 
value creation in the 21st Century. 
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Consistent with Kellogg Com¬ 
pany's determination to reach a 
billion new consumers with our 
nutritious grain-based products, 
in 1994 we became the first 
major company to manufac¬ 
ture and market 
ready-to-eat 
cereal in India. 

Our Indian plant, 
at Taloja near 
Bombay, is state- 
of-the-art and our 
market launch was 
very successful. We 
also were first into the 
former Soviet Union in 1993 
with the opening of our plant in 
Riga, Latvia, and we plan to be 
first into China with the scheduled 
opening of our Guangzhou plant 
in the summer of 1995. 

4. Manage invested capital 
prudently. 

As we continue to develop our 
global business, we are deter¬ 
mined to invest capital resources 
in a way that will deliver the most 
long-term value to our sharehold¬ 


ers. Through the use of tools such 
as value-based management and 
value engineering, we reduced 
capital expenditures 
by approximately 
$100 million in 1994, 
in spite of an aggres¬ 
sive global development 
program. We antic¬ 
ipate relatively 
flat capital 
spending for 
the remainder 
of the decade. 

5. Reduce 
operating costs. 

It is always important to 
control costs, and in an 
environment of limited pric¬ 
ing flexibility - such as exists in the 
U.S. cereal business - cost reduction 
becomes a critical tool in delivering 
profitability and shareholder value. 
Through careful management, we 
held our cost of goods sold per 
kilo virtually flat in 1994, and we 
are implementing programs that 
will control costs in 1995 and the 
coming years. 
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6. Purchase Kellogg stock 
aggressively. 

Under favorable stock price condi¬ 
tions, such purchases can enhance 
shareholder value by their posi¬ 
tive impact on earnings per share. 
In addition, they are a tax-efficient 
means of transferring cash to our 
shareholders. The graph below 
shows our record of purchases in 
the 1990s as well as our authori¬ 
zation from the Board of Directors 
to purchase up to an additional 
$325 million in shares in 1995. 

Share Repurchases by 
Kellogg Company 

(in millions) 

$548 



'90 '91 '92 '93 '94 '95 

(authorized) 







We are confident that the 
global implementation of our six 
strategies is positioning Kellogg 
Company solidly on course for 
continued growth. However, 
equally important as these strat¬ 
egies are the fundamental busi¬ 
ness strengths that underlie them. 
The pages that follow describe 
four particular global strengths 
of Kellogg Company - brands, 
operations, people, and finance - 
which make Kellogg a very special 
Company with substantial long¬ 
term growth potential. 
Appointments and retirements 

We extend sincere thanks to 
Norman A. Brown, who retired 
from the Kellogg Company Board 
of Directors, effective December 
31, 1994, after nearly three years 
of service. Elected to succeed Dr. 
Brown on the Board was Dr. John 
L. Zabriskie, chairman of the 
board and chief executive officer 
of The Upjohn Company. 

Paul A. Humiston Jr., vice presi¬ 
dent - international manufacturing 


and technology, retired, effective 
February 1, 1995, after a dis¬ 
tinguished 36-year career. Officer- 
level promotions during 1994 
included Thomas A. Knowlton 
to executive vice president and 
president, Kellogg North America; 
Donald G. Fritz to executive vice 
president and president, Kellogg 
Europe; Carlos M. Gutierrez to 
executive vice president and 
president, Kellogg Asia-Pacific; 
Michael J. Teale to senior vice 
president - worldwide operations 
and technology; Alan Taylor to 
vice president and corporate con¬ 
troller; and Joseph J. Tubilewicz 
to vice president - worldwide 
purchasing. 

Those familiar with Kellogg 
Company and the contributions of 
the Kellogg team will not be sur¬ 
prised that people are listed as one 
of our core strengths. Indeed, at 
Kellogg Company, our people are 
our greatest competitive advan¬ 
tage. In 1994, the members of the 
global Kellogg team delivered 


another effective, record-setting 
performance. They are the prime 
reason we head into the future - 
a future of global growth based 
on strength - with such excite¬ 
ment and optimism. 


Arnold G. Langbo 



Chairman of the Board 
Chief Executive Officer 












This great brand ranks 
first globally in 
value share. 


By far the world's best¬ 
selling high-fiber cereal. 


BRANDS 


Kellogg Company's unmatched 
arsenal of global cereal brands is 
one of the Company's greatest com¬ 
petitive strengths. Fully 12 of the 
world's 15 best-selling ready-to-eat 
cereals bear the globally familiar and 
trusted Kellogg's ® brand name. 

Your Company continues to build 
on this strength by investing in brand¬ 
building advertising for established 
products, by introducing these prod¬ 
ucts into new markets around the 
world, and by developing and mar¬ 
keting high-value new products. 

Kellogg's long list of new-market 
introductions for established cereal 
brands during 1994 included Kellogg's 
Bran Flakes"' in Scandinavia and the 
Mediterranean region, Kellogg's ® 
Special K in Italy, Kellogg's'* Frosties " 

in Latvia, Kellogg's ® Pops' 1 and 
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Kellogg's * Honey Nut O's “ in Aus¬ 
tralia, Kellogg's ® Low Fat Granola and 
Kellogg's ® Natural Almond Crisp" in 
Japan, Kellogg's Corn Flakes'" and 
Kellogg's Wheat Flakes “ in India, 
Kellogg's Chokos “ in Puerto Rico, 
Kellogg's ’ Top Form " in Argentina, 
and Kellogg's ® Tropic ” in Chile and 
Central America. 

Our new-product program also 
was vigorous in 1994 with the intro¬ 


duction of three flavors of Healthy 
Choice"* from Kellogg's ® cereals 
in the United States in partnership 
with ConAgra, two flavors of 
Kellogg's ® Pop-Tarts Crunch v cereal 
in the U.S., Kellogg's ® Banana Nut 
Muslix" cereal in Canada, Kellogg's ® 
Banana Bubbles’ “ cereal in Great 
Britain and Ireland, Kellogg's ® Crispy 
Sea “ cereal in France, and Kellogg's ® 
Basmati Flakes " premium rice cereal 
in India. In early 1995, the Company 
introduced Kellogg's 
Temptations 


cereal 




in two 


flavors 


in the 













Leading Global Brands 

These 12 Kellogg brands are among the 
top 15 global cereal brands. 


CORN 

FLAKES 




[Raisin] 

learn 


Special '/{ 




> Frosted 
Mini Wheats 


&> 



















A favorite of 
health-conscious 
consumers globally. 


Very strong brand 
with broad growth 
potential. 


eh- 
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The Company also 
laid the ground¬ 
work for future 
new-product 
introductions by 
continuing to increase 
its investment in research and de¬ 
velopment. Construction is expected 
to begin this year 
on a new $65 mil¬ 
lion product re- 
|t search and devel- 
L opment center in 
Battle Creek, 

& Michigan, with completion pro- 
jected for late in 1997. 
k. Although cereal continues to 
represent about 80 percent of 
^ Kellogg Company's global business, 
an increasing percentage of our port¬ 
folio is coming from other high-value 
convenience foods, primarily in the 
U.S. and Canada, but also in 
certain other global mar¬ 
kets. If independent, 

Kellogg's convenience 
foods business would 
be a highly profitable 
Fortune 500 company. 


Our Kellogg USA s 
Convenience Foods | 

Division, established in * 

1993, has promoted the 
continued growth of three category¬ 
leading brands: Kellogg's® Pop-Tarts* 
toaster pastries, Eggo® frozen waf¬ 
fles, and Kellogg's - Nutri-Grain" and 
Low Fat Granola 
bars. This high- 
growth business 
continued to ex¬ 
pand with the na¬ 
tional introduction 
in 1994 of Eggo* Cinnamon Toast 
waffles and the announcement of 
three major early-1995 product in¬ 
troductions: Kellogg's ® Rice Krispies 
Treats “ squares, Kellogg's ® Pop-Tarts 
Minis"' pastry snacks in three flavors, 
and Kellogg's Low Fat 


Pop-Tarts ® toaster pastries, also in 
three flavors. 

The continuing global spread 
of Kellogg's convenience foods in 
1994 included the introduction of 
Kellogg's® Nutri-Grain" bars in Can¬ 
ada, the launch of Kellogg's ® Pop- 
Tarts® toaster pastries in Australia 
and Colombia, and the introduc¬ 
tion of Eggo ® waffles in Mexico. 
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iv’ As with cereal, 

Kellogg Company's research 
and development investment in 
convenience foods creates the foun 
dation for a continuing stream 
of high-value new-product 
introductions. 

Kellogg Company takes full 
advantage of its brand leader¬ 
ship by maximizing the ' 

development of * 

diverse distribu- ' - 

Vf • • • > 

tion channels for 
Kellogg's ® products. 

For example, the 
Company has A' 
nurtured a high- 
growth foodservice 
business, featuring h 
Kellogg's ® products 
in restaurants, 
institutional dining 
facilities, vending 
machines, and 
other away- 
from-home 
settings. 




Recently launched 
products such as Kellogg's ® 
Rice Krispies Treats ' M squares 
and Kellogg's ® Pop-Tarts Minis '“ 
pastry snacks offer substantial 
new foodservice 
opportunities. 


V 


ifearru,, 

Strawberry 





This continued 
leveraging of brand 
leadership - in both 
cereals and convenience 
foods - will be a major 
driver of Kellogg 
Company's continued 
global growth in 
1995 and the years 









Riga, Latvia 

Plant opened November 
1993. First entry into 
former Soviet Union by a 
major cereal company 


dloja, India 

Plant opened 
September 1994. First 
entry into India by a 
major cereal company. 


CHina 

Plant expected to open 
in summer of 1995. 
First entry into China by 
a major cereal company 


Argentina 

Plant expected to open 
in summer of 1995. 
Will support Kellogg's 
fast-growing business in 
South America. 


M em phis, 



Major modernization 
programs will reduce 
costs and provide 
increased flexibility in 
meeting future capacity 
and new-product needs. 


OPERATIONS 
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The 

effective use 
and continued 
development 
of Kellogg 
Company's global 
manufacturing and distri¬ 
bution infrastructure will 
be a major contributor to 
long-term increases in profit¬ 
ability and shareholder value. 

Decades of investment have 
yielded a network of 29 techno¬ 
logically advanced Kellogg food 
production plants in 19 countries on 
6 continents. In the 1990s, the Com¬ 
pany is aggressively broadening this 
network. New plants opened in Riga, 
Latvia, in November of 1993 and 
Taloja, India, in September of 1994. 
10 



■ 

Kellogg Company's global 
T ' y infrastructure includes 29 
manufacturing facilities 


in 19 countries on 
6 continents. 







Additional 
new plants will 
• come on line in 
4 Guangzhou, China, 
and Pilar, Argentina, 
in 1995. Expansion-modernization 
projects are under way at many other 
plants, including Omaha, Nebraska, 
and Memphis, Tennessee, in the 
United States and Verola in Italy. 

Despite these major investments, 
we reduced capital spending dur¬ 
ing 1994 through careful long-term 
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planning, 
value-based 
engineering, 
and global 
coordination of 
our manufacturing plants. Every 
capital project will continue to be 
evaluated based on the long-term 
value it will deliver to Kellogg 
shareholders. 

Reducing operating costs also is 
a high priority at Kellogg Company. 
In 1994, we held our global cost of 










Kellogg's Dwight Herbstreith 
operates a state-of-the-art 
packing line in Building 7 00, 
Battle Creek. 


!S > o1 


goods sold per kilo virtually flat 
and put multi-year plans in place for 
cost control in the future. We are 
committed to continuing to deliver 
more profitability and shareholder 
value through long-term cost- 
reduction initiatives such as these: 

1. Achieving more operating days 
per year at our plants, particularly 
those outside North America. 

2. Leveraging opportunities for 
regional and global purchasing of raw 
materials, equipment, and other 
goods and services. 

3. Continuing to develop and en¬ 
hance mutually beneficial partner¬ 
ships with key suppliers 
and customers. 


4. Further 
improving the 
coordination of 
our plants to permit 
greater cross-border 
shipments of finished 
product around the world. 

These initiatives, combined 
with Kellogg Company's relentless 
commitment to global quality leader¬ 
ship, will make Kellogg operations 
a pillar of strength for the Company 
far into the next century. 















Expafriafe 

build global 
Kellogg 
team 

Here are four of 
more than 130 
Kellogg people 
currently assigned 
outside their home 
countries. 





John 
Joannou 

(Australia), 
on 

assignment 
in the U S. 
as operations manager, 
Lancaster cereal plant. 


Josita 
Lundy 

(U.S.), on 
assignment 

in Mexico as director - 
Information Services 


Luis Carlos 
Nunez 

(Mexico), 
on 

assignment 

in South Africa as 
managing director. 


Mike Olson 

(Great 
Britain), on 
assignment 

in South Korea as 
managing director 






A focus on people has been a spe¬ 
cial strength of Kellogg Company 
since its founding nearly 90 years 
ago by W. K. Kellogg. The global 
Kellogg team is relatively small in 
numbers, but exceptionally strong 
in skill, motivation, and achievement. 
Our sales and profits per employee 
are among the highest of any ma¬ 
jor company. We say with pride that 
our people are our greatest com¬ 
petitive advantage. 

That advantage is being further 
enhanced in the 1990s by two ma¬ 
jor initiatives: (1) the globalization 
of our Kellogg team and (2) an in¬ 
crease in both the responsibility and 
the stake each employee has in the 
success of Kellogg Company. 

As we assign our people inter¬ 
nationally, a prime goal is to develop 
12 



Kellogg's Christa Brown analyzes finished 
product as part of the Company's rigorous 
focus on quality. 


a highly skilled cadre of several hun¬ 
dred globally trained, globally deploy¬ 
able managers. More than 130 Kellogg 
managers are now in assignments 
outside their home countries. That 
number will continue to grow, stead¬ 
ily increasing the opportunity for 



world-class Kellogg managers to ef¬ 
fectively apply the benefits of global 
Kellogg learning to local and regional 
market situations. 



The advantages of networking 
also are being realized through 
global steering 
committees which 
meet regularly 
to share 
knowledge 
and best 
practices 
in 

critical 
areas 
such as 
nutrition, 
marketing, 
quality, and 
technology. 







Our new-plant projects are benefit¬ 
ing from the combined expertise 
of international teams of Kellogg 
engineers. 

Kellogg Company's flat global 
management structure provides 
local Kellogg managers with con¬ 
siderable decision-making authority. 
The Company's emphasis on people 


empowerment also is providing 
Kellogg production workers around 
the world with higher levels of 
responsibility for on-the-spot 
decision making. 

To provide Kellogg people with 
an increasing incentive to achieve 
an even higher level of profitability 
and shareholder value creation, the 
Company encourages employee 
ownership of Kellogg stock. Some 
12,000 Kellogg people - more than 
three-fourths of our global team - 
now have a direct stake in the per¬ 
formance of Kellogg 
stock through stock 
ownership or stock 
option awards. 
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Creative ideas for new and improved products 
are implemented through cross-functional col¬ 
laboration of Kellogg people such as, from left, 
Alicia Perdon , associate project chemist; Gordon 
Casey, product improvement project manager; 
and Barry Mustiful ' product development 
technologist. 
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This incentive, to¬ 
gether with increased 
global networking and 
on-the-job responsibility, is 
making Kellogg Company's 
people strength an ever- 
sturdier framework for 
long-term global growth. 


Ivan Cava Here of Kellogg Venezuela is 
on assignment in the United States 
as an Information Services 
project manager. 
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Economic Stock 

Profit Price 

(millions) 

Growth in Economic 
Profit and Stock Price 

Compound Annual Growth 
Rate of 11 % for Both 
Economic Profit 
and Stock Price 
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10-Year Growth of 
a Dollar Invested in 
Kellogg Company Stock 

Compound Annual 
Growth Rate of 22% 



Supporting our global strength in 
brands, operations, and people is 
a solid financial infrastructure 
focused on maximizing share¬ 
holder value over the long term. 
This combination of resources 
provides competitive advantage 
across all our markets and ensures 
that value-creation principles 
guide any investment decision. 

Value-Based 

Management 

In support of our mission to maxi¬ 
mize shareholder value, the Com¬ 
pany practices value-based manage¬ 
ment principles to further strengthen 
its global position. 


Value-based management em¬ 
bodies the financial concept of 
"economic profit," which combines 
income statement and balance 
sheet performance in one measure. 
We define economic profit as our 
net operating profit after tax, less a 
financing charge for capital utiliza¬ 
tion. The Company believes that the 
value to shareholders is directly 
related to economic profit growth, 
which has risen at a compound 
annual growth rate of 11 % over the 
past five years. 

Management actively pursues 
financial, operational, and organi¬ 
zational strategies that will 
maximize value creation. We are 
aggressively seeking investment 


opportunities that offer returns 
which exceed the Company's long¬ 
term cost of capital. 

With a 10-year compound 
annual growth rate of 22% on its 
common stock, including dividend 
reinvestment, the Company has 
clearly demonstrated its ability to 
deliver superior long-term returns 
through profitable growth. The 
global endorsement of these 
value-adding principles, as demon¬ 
strated by the Company's partic¬ 
ipation in economically attractive 
markets and the maintenance of a 
competitive advantage, will ensure 
that the long-term benefit to our 
shareholders is maximized. 


14 









Selected Financial Uate (dollar amounts in millions, except per share data) 


Summary of Operations 






Per Common Share Data (b) 







Earnings 




Earnings 




Average 






Before 


(a) 


Before 

(a) 



Shares 



Net 

% 

Operating % 

Accounting 

% 

Net 

% 

Accounting 

Net 

Cash 

Book 

Outstanding 

Shareholders' 


Sales 

Growth 

Profit Growth Change Growth Earnings Growth 

Change 

Earnings Dividends 

Value 

(millions) 

Equity 

10-Year 














Compound 














Growth Rate 10% 


10% 

11 % 


n% 


14% 

14% 

13% 




1994 

56,562.0 

4 

$1,162.6 9 

$705.4 

4 

$705.4 

4 

$3.15 

$3.15 

$1.40 

$8.15 

224.2 

$1,807.5 

1993 

6,295.4 

2 

1,068.9 1 

680.7 

- 

680.7 

58 

2.94 

2.94 

1.32 

7.52 

231.5 

1,713.4 

1992 

6,190.6 

7 

1,062.8 3 

682.8 

13 

431.2 

(29) 

2.86 

1.81 

1.20 

8.20 

238.9 

1,945.2 

1991 

5,786.6 

12 

1,027.9 16 

606.0 

21 

606.0 

21 

2.51 

2.51 

1.075 

8.98 

241.2 

2,159.8 

1990 

5,181.4 

11 

886.0 21 

502.8 

19 

502.8 

7 

2.08 

2.08 

.96 

7.88 

241.6 

1,901.8 

1989 

4,651.7 

7 

732.5 (8) 

422.1 

(12) 

470.2 

(2) 

1.73 

1.93 

.86 

6.70 

244.2 

1,634.4 

1988 

4,348.8 

15 

794.1 15 

480.4 

21 

480.4 

21 

1.95 

1.95 

.76 

6.03 

246.4 

1,483.2 

1987 

3,793.0 

14 

691.2 7 

395.9 

24 

395.9 

24 

1.60 

1.60 

.64 

4.91 

247.4 

1,211.4 

1986 

3,340.7 

14 

647.4 16 

318.9 

13 

318.9 

13 

1.29 

1.29 

.51 

3.63 

247.0 

898.4 

1985 

2,930.1 

13 

558.4 21 

281.1 

12 

281.1 

12 

1.14 

1.14 

.45 

2.77 

246.6 

683.0 

1984 

2,602.4 

9 

463.2 12 

250.5 

3 

250.5 

3 

.84 

.84 

.42 

1.98 

298.8 

487.2 

Other Information and Financial Ratios 





Financial Ratios 












Pretax Interest Return on 

Debt to 




Property, 

Capital 


Total 


Number of 

Current Coverage 

Average 

Total 

Cash Provided 

Long-term 


Net 

Expenditures Depreciation 

Assets 


Employees 

Ratio (times) 

Equity 

Capital 

by Operations 

Debt 

1994 

$2,892.8 

5354.3 

$256.1 

$4,467.3 


15,657 

1.2 23 

40% 

36% 

$966.8 

$719.2 

1993 

2,768.4 

449.7 

265.2 

4,237.1 


16,151 

1.0 27 

37% 

35% 

800.2 

521.6 

1992 

2,662.7 

473.6 

231.5 

4,015.0 


16,551 

1. 

2 33 

21% 

21% 

741.9 

314.9 

1991 

2,646.5 

333.5 

222.8 

3,925.8 


17,017 

.9 17 

30% 

18% 

934.4 

15.2 

1990 

2,595.4 

320.5 

200.2 

3,749.4 


17,239 


9 10 

28% 

26% 

819.2 

295.6 

1989 

2,406.3 

508.7 

167.6 

3,390.4 


17,268 


9 10 

30% 

34% 

533.5 

371.4 

1988 

2,131.9 

538.1 

139.7 

3,297.9 


17,461 

1 

9 14 

36% 

32% 

492.3 

272.1 

1987 

1,738.8 

478.4 

113.1 

2,680.9 


17,762 

1 

9 14 

38% 

27% 

523.5 

290.4 

1986 

1,281.1 

329.2 

92.7 

2,084.2 


17,383 

1 . 

1 13 

40% 

31% 

542.7 

264.1 

1985 

1,035.9 

245.6 

75.4 

1,726.1 


17,082 

1.. 

4 11 

48% 

38% 

449.7 

392.6 

1984 

856.0 

228.9 

63.9 

1,667.1 


17,239 

1. 

1 26 

27% 

59% 

331.5 

364.1 


(a) Net earnings for 1992 include a $251.6 million charge ($1.05 per share) resulting from the adoption of Statement of Financial Accounting Standards 106, "Employers' Accounting for Postretirement Benefits 
Other Than Pensions," as of January 1, 1992. Net earnings for 1989 include a $48.1 million gain ($.20 per share) resulting from the adoption of Statement of Financial Accounting Standards 96, "Accounting 
for Income Taxes,"as of January 1, 1989 

(b) All per share data retroactively restated to reflect 2 for 1 stock splits in 1991 and 1986 
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1994 Global 
Market Share 

(volume) 


$ 6.6 



'84 '89 '94 

Consolidated Net Sales 

(billions) 



- United States 59% 

Europe 25%- 

Other 16% 


1994 Geographic 
Net Sales 



Results of operations 

1994 compared to 1993 

Kellogg revenues are generated from the 
sale of ready-to-eat cereals and other grain- 
based convenience foods in nearly 160 
countries. The ready-to-eat cereal category 
continued to exhibit volume growth around 
the world in 1994, with Kellogg continu¬ 
ing to demonstrate strong global leader¬ 
ship in market share. The Company's 1994 
annual market volume share was 42% glob¬ 
ally, 36% in North America, 49% in Europe, 
47% in Asia-Pacific, and 73% in Latin 
America. 

Consolidated net sales increased 4% 
over 1993, principally from higher selling 
prices and, to a lesser extent, product mix 
improvements and lower trade spending. 
Excluding the results of the Mrs. Smith's 
Frozen Foods pie business, divested during 
the first quarter of 1994, and the Argentine 
snack business, divested during the fourth 
quarter of 1993, consolidated net sales 
increased 7%. On a geographic basis, ex¬ 
cluding the results of divested businesses, 
sales increased 5% in the U.S., 9% in 
Europe, and 10% in all other areas. 

The Company's reported total volume 
was down 2% versus the prior year. How¬ 
ever, excluding results of divested busi¬ 
nesses, total volume increased 2% over the 
previous year, buoyed by strong growth in 
the U.S. convenience foods market. Rec¬ 
ognizing the importance of this business, a 
new U.S. convenience foods division was 
created in late 1993. 
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Despite intense competitive pressure 
in all developed markets, Kellogg's global 
cereal volume grew 1% during 1994, with 
a volume decline in the U.S. cereal mar¬ 
ket more than offset by volume growth 
in non-U.S. markets. The volume decline 
in the U.S. cereal market reflected this 
competitive pressure and the Company's 
introduction of a new strategy on pricing 
and market spending, focusing on the 
reduction of inefficient price promotion 
on established brands. 

The gross profit margin strengthened 
to 55%, up 2 percentage points over 1993. 
This increase in gross margin was the result 
of favorable pricing, combined with cost 
containment programs and productivity 
improvements which held cost of goods 
sold essentially flat on a per-kilo basis. 

Intense global competition requires 
heavy investment in value-added mar¬ 
keting and new-product research and 
development. As a result, selling and 
administrative expense for 1994 was 
up 9% over 1993, and represented 37% 
of net sales, up one percentage point 
from the prior year. Beginning in the 
second quarter of 1994, a shift in the 
marketing investment mix occurred 
toward advertising from promotion. 
This trend continued throughout the 
remainder of 1994. Management be¬ 
lieves that the strategy of investment' in 
brand-building advertising and reduc¬ 
tion in price promotion spending on 
established brands, coupled with a strong 
new-product program, will assist in 
delivering long-term growth. 


Operating profit increased 9% to 
$1.16 billion, reflecting strong margins 
and efficient marketing investment. Ex¬ 
cluding the results of divested businesses, 
operating profit was up 11 % in total, 10% 
in the U.S., 14% in Europe, and 13% in all 
other areas Foreign currency movements 
contributed favorably by 3% in Europe and 
less than 1% in other non-U.S. areas. 

Other income for 1994 includes a gain 
of $21.1 million ($13.3 million after tax 
or $.06 per share) from the sale of the 
Mrs. Smith's Frozen Foods pie business. 
Other expense includes a charge of 
$20.5 million ($13.1 million after tax or 
$.06 per share), primarily from the initial 
funding of the Kellogg's Corporate 
Citizenship Fund, a private trust established 
for charitable donations. 

Gross interest expense, prior to amounts 
capitalized, increased to $52.3 million for 
1994 compared to $40.4 million for 1993, 
due to higher debt levels, incurred primar¬ 
ily to fund common stock repurchases, and 
increased interest rates on short-term bor¬ 
rowings. The Company expects a further 
increase in interest expense during 1995, 
primarily due to anticipated continuing 
increases in U.S. interest rates. 

The Company's effective income tax 
rate for the year was 37.6%, 3.4 per¬ 
centage points higher than the compar¬ 
able rate for 1993. A primary factor 
contributing to this variance is the one¬ 
time favorable impact of statutory rate 
reductions in several foreign jurisdictions 
during 1993. The Company expects its 
effective income tax rate for 1995 to be 
between 37% and 38%. 












Earnings per share for 1994 were $3.15, 
up 7%. Net earnings were $705.4 million, 
an increase of 4%. Excluding all one-time 
events and the results of divested businesses, 
earnings per share for 1994 were $3.16, up 
10% over 1993, and net earnings were 
$708.8 million, up 7%. 

1993 compared to 1992 
Consolidated net sales increased by 2% for 
1993. This increase was achieved through 
higher selling prices and a 2% increase in 
cereal volume, partially offset by unfavorable 
foreign currency movements. Excluding the 
unfavorable impact of currency movements, 
1993 sales would have increased 6%. 

During 1993, sales within the United 
States rose by 6% from increased selling 
prices and volume for both cereal and con¬ 
venience foods. European sales, which were 
significantly impacted by unfavorable for¬ 
eign currency movements, were down 8%, 
and sales in other areas increased by 2%. 
If the effects of foreign currency are ex¬ 
cluded, European sales would have risen 
4% and other area sales would have in¬ 
creased 6%. 

The Company's gross margin improved 
to 53% from 52% in 1992, due to higher 
selling prices, increased volume, cost con¬ 
tainment, and productivity improvements. 
Cost of sales per kilo declined over 1 % ver¬ 
sus the prior year. 

As a percentage of net sales, selling 
and administrative expense was up one per¬ 
centage point to 36%, reflecting the Com¬ 
pany's commitment to building strong, long¬ 
term brand franchises through effective 
marketing and research and development 
expenditures. 


Total operating profit increased 1% in 
1993 to $1.07 billion, primarily due 
to the improvement in gross margin. 
Geographically, U.S. operating profit in¬ 
creased 9% over 1992, with European and 
other areas operating profit declining 13% 
and 7%, respectively. Unfavorable currency 
movements significantly impacted non-U.S. 
operating profit results. Excluding the cur¬ 
rency impact, operating profit would have 
been essentially flat in Europe and down 
3% in other areas. 

Other income for 1993 includes a 
pre-tax gain of $32.2 million ($24.1 million 
after tax or $.10 per share) from the sale 
of Cereal Packaging Ltd., a wholly owned 
subsidiary of Kellogg Company of Great 
Britain Ltd., and a pre-tax gain of $33.7 
million ($22.2 million after tax or $.10 per 
share) from the sale of the Company's 
Argentine snack food business. Other ex¬ 
pense for 1993 includes a pre-tax charge of 
$64.3 million ($41.1 million after tax or $.18 
per share) from the write-down of certain 
assets in Europe and North America. 

Other income for 1992 includes a pre¬ 
tax gain of $58.5 million ($39.2 million 
after tax or $. 16 per share) from the sale of 
Fearn International Inc., a foodservice sub¬ 
sidiary. Other expense includes a pre-tax 
charge of $22.4 million ($13.5 million af¬ 
ter tax or $.05 per share) from the disposi¬ 
tion of convenience foods operations in 
Canada and other North American assets. 

Gross interest expense, prior to amounts 
capitalized, increased to $40.4 million for 
1993 compared to $33.6 million for 1992, 
due to higher debt levels incurred primar¬ 
ily to fund common stock repurchases. 


The Company's effective tax rate was 
34.2% for the year compared to 36.2% for 
1992. The decrease in tax rate was partially 
as a result of statutory rate decreases in var¬ 
ious foreign jurisdictions which more than 
offset the 1% increase in the U.S. statutory 
rate during 1993. 

For 1993, earnings per share were 
$2.94, versus 1992 earnings per share of 
$1.81. Net earnings were $680.7 million, 
compared to 1992 earnings of $431.2 mil¬ 
lion. The 1992 results include the effect of 
adopting FAS 106. Excluding all one-time 
events and the effect of FAS 106, earnings 
per share were $2.92, up 6% over $2.75 
in 1992; and net earnings were $675.5 mil¬ 
lion, up 3% over 1992 earnings of $657.1 
million. Without the negative impact of for¬ 
eign currency fluctuations, earnings per 
share would have been up 10% and net 
earnings up 6%. 

Liquidity and capital resources 

The financial condition of the Company 
remained strong during 1994. Consistent 
with historical results, operations provided 
a strong, positive cash flow during 1994 
which resulted in a net increase in cash 
of $168.2 million during the year. The 
strong cash flow, combined with a program 
of issuing commercial paper and main¬ 
taining worldwide credit facilities, pro¬ 
vides adequate liquidity to meet the 
Company's operational needs. The 
Company maintains credit facilities with 
banking institutions in the United States 
and other countries where it conducts 
business. At year-end, the Company had 
$594.3 million of short-term lines of credit, 
of which $554.2 million were available. 
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55% 



'92 '93 '94 

Gross Margin 


1994 Geographic 
Operating Profit 



United States 61% 

Europe 24%- 

Other 15% 


$705 



$251 


Net Earnings 

(millions, before 
accounting change) 















$967 



'92 '93 '94 

Cash Flow From Operations 

(millions) 


$474 



'92 '93 '94 

Capital Expenditures 

(millions) 


- Repurchased 29% 
Outstanding 71% —i 



Stock Repurchased 
Since 1984 

(based on shares 
outstanding at 
12/31/83) 


The ratio of current assets to current lia¬ 
bilities was 12:1.0 as of December 31, 
1994, and 1.0:1.0 at December 31, 1993. 

Capital spending for 1994 was $354.3 
million compared with $449.7 million dur¬ 
ing 1993. Capital expenditures have de¬ 
creased, reflecting the Company's applica¬ 
tion of value-based management principles 
and the ongoing strategy of improving re¬ 
turn on invested capital. Over the past sev¬ 
eral years, investment has been focused on 
gaining entrance to relatively untapped mar¬ 
kets, which are expected to provide signif¬ 
icant long-term growth potential in ready- 
to-eat cereal consumption. As a result, the 
Company opened new plants in Latvia in 
1993 and India in 1994, and expects to be 
manufacturing at new plants in China 
and Argentina by mid-1995. Management 
anticipates that 1995 capital expenditures 
will be approximately $350 million. 

In recent years the Company has di¬ 
vested units that do not fit with its long¬ 
term strategic plan. As discussed above, the 
results of operations for 1994, 1993, and 
1992 reflect divestitures of non-core busi¬ 
nesses. As a result of an aggressive com¬ 
mon stock repurchase program, combined 
with these strategic divestitures and other 
operational factors, return on average eq¬ 
uity (before cumulative effect of account¬ 
ing change) increased from 33% in 1992 
to 37% in 1993 and to 40% in 1994. 

During 1994 the Company spent 
$327.3 million to purchase 6,194,500 
shares of its common stock. Stock repur¬ 
chases are made under plans authorized 
by the Company's Board of Directors. The 
total authorized purchase amount for 
1995 is $325.4 million. Market conditions 
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permitting, management intends to fully 
utilize this authorization by the end of 1995. 

Long-term debt outstanding at year- 
end 1994 consisted principally of $200 mil¬ 
lion of three-year notes issued in 1994, $200 
million of five-year notes issued in 1993, 
and $300 million of five-year notes issued 
in 1992. Short-term debt outstanding at 
year-end 1994 and 1993 consisted princi¬ 
pally of commercial paper. The Company 
continues to enjoy the highest available 
debt ratings on both its long-term debt and 
commercial paper. 

The Company's net debt position (long¬ 
term debt plus notes payable less cash) at 
December 31, 1994, was $728.6 million, 
down $83.1 million from December 31, 
1993, as the increase in cash during the 
year more than offset the net increase in 
total debt. The ratio of debt to total capi¬ 
talization was 36% compared to 35% at 
December 31, 1993. 

At December 31, 1994, the Company 
had available an unused "shelf registration” 
of $200 million with the Securities and 
Exchange Commission to provide for the 
issuance of debt in the United States. Such 
an offering would be added to the Com¬ 
pany's working capital and be available for 
general corporate purposes. 

Dividends paid per share of common 
stock increased 6% to $1.40 in 1994, mark¬ 
ing the 38th consecutive year of increase. 
Management believes the trend of increased 
dividends will continue in 1995. 


Looking forward 

Management is not aware of any adverse 
trends that would materially affect the 
Company's strong financial position. Should 
suitable investment opportunities or work¬ 
ing capital needs arise that would require 
additional financing, management believes 
that the Company's triple A credit rating, 
strong balance sheet, and its solid earnings 
history provides a base for obtaining addi¬ 
tional financial resources at competitive 
rates and terms. 

Management's objective of maximiz¬ 
ing shareholder value includes a constant 
reassessment of its business strategies. The 
commitment to position the Company for 
continued success will include in 1995 the 
implementation of a program to improve 
productivity and streamline its cereal pro¬ 
duction operations. On February 6, 1995, 
the Company announced plans to change 
its manufacturing staffing patterns and re¬ 
duce approximately 300-350 employee po¬ 
sitions through a voluntary program of in¬ 
centives for early retirement and severance. 
Approximately one-third of the reduction 
will be salaried positions in the Company's 
U.5. cereal operations, with the remainder 
coming from outside the United States. 
When fully implemented, management ex¬ 
pects this program to result in annual cost 
savings of $ 12-$ 15 million. Subject to the 
timing of employee acceptance of these in¬ 
centives, management expects to report a 
non-recurring pre-tax charge to earnings of 
approximately $30-$40 million during the 
second or third quarter of 1995, primarily 
comprised of expenses for acceleration of 
pension and health care benefits and cash 
outlays for employee separation payments. 











Kellogg Company and Subsidiaries 


Consolidated Earnings and 

Year ended December 31, 

Retained Eamiv 

igs 


(millions, except per share data) 

1994 

1993 

1992 

Net sales 

56,562.0 

$6,295.4 

$6,190.6 

Cost of goods sold 

2,950.7 

2,989.0 

2,987.7 

Selling and administrative expense 

2,448.7 

2,237.5 

2,140.1 

Operating profit 

1,162.6 

1,068.9 

1,062.8 

Interest expense 

45.4 

33.3 

29.2 

Other income (expense), net 

12.8 

(1.5) 

36.8 

Earnings before income taxes and cumulative 
effect of accounting change 

1,130.0 

1,034.1 

1,070.4 

Income taxes 

424.6 

353.4 

387.6 

Earnings before cumulative effect of accounting change 

705.4 

680.7 

682.8 

Cumulative effect of change in method of accounting for 
postretirement benefits other than pensions - $1.05 per share 
(net of income tax benefit of $144.6) 



(251.6) 

Net earnings - 53.15, 52.94, 51.81 per share 

705.4 

680.7 

431.2 

Retained earnings, beginning of year 

3,409.4 

3,033.9 

2,889.1 

Dividends paid - $1.40, $1.32, $1.20 per share 

(313.6) 

(305.2) 

(286.4) 

Retained earnings, end of year 

53,801.2 

$3,409.4 

$3,033.9 


See notes to consolidated financial statements. 
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Kellogg Company and Subsidiaries 


At December 31, 


(millions) 

1994 

1993 


Current assets 

Cash and temporary investments 

S 266.3 

$ 98.1 


Accounts receivable, less allowances of $6.2 and $6.0 

Inventories: 

564.5 

5368 


Raw materials and supplies 

141.7 

148.5 


Finished goods and materials in process 

254.6 

254.6 


Deferred income taxes 

79.4 

85.5 


Other current assets 

127.0 

121.6 


Total current assets 

1,433.5 

1,245.1 


Property 

Land 

47.3 

40.6 


Buildings 

1,122.6 

1,065.7 


Machinery and equipment 

3,141.0 

2,857.6 


Construction in progress 

289.6 

308.6 


Accumulated depreciation 

(1,707.7) 

(1,504.1) 


Property, net 

2,892.8 

2,768.4 


Intangible assets 

4.1 

59.1 


Other assets 

136.9 

164.5 


Total assets 

S 4,467.3 

$ 4,237.1 
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Kellogg Company and Subsidiaries 
At December 31, 


(millions, except share data) 

1994 

1993 

Current liabilities 



Current maturities of long-term debt 

S .9 

$ 1.5 

Notes payable 

274.8 

386.7 

Accounts payable 

334.5 

308.8 

Accrued liabilities: 



Income taxes 

72.0 

65.9 

Salaries and wages 

80.5 

76.5 

Advertising and promotion 

257.5 

233.8 

Other 

165.0 

141.4 

Total current liabilities 

1,185.2 

1,214.6 

Long-term debt 

719.2 

521.6 

Nonpension postretirement benefits 

486.8 

450.9 

Deferred income taxes 

198.1 

188.9 

Other liabilities 

70.5 

147.7 

Shareholders' equity 



Common stock, $.25 par value 



Authorized: 330,000,000 shares 



Issued: 310,356,488 shares in 1994 and 310,292,753 in 1993 

77.6 

77.6 

Capital in excess of par value 

68.6 

72.0 

Retained earnings 

3,801.2 

3,409.4 

Treasury stock, at cost: 88,655,238 shares in 1994 and 82,372,409 in 1993 

(1,980.6) 

(1,653.1) 

Minimum pension liability adjustment 


(25.3) 

Currency translation adjustment 

(159.3) 

(167.2) 

Total shareholders’ equity 

1,807.5 

1,713.4 

Total liabilities and shareholders' equity 

S 4,467.3 

$4,237.1 


See notes to consolidated financial statements 
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Kellogg Company and Subsidiaries 

Consolidated S'ffa'l‘emen'1' o# Cash Flows 

Year ended December 31, 


(millions) 

1994 

1993 

1992 

Operating activities 




Net earnings 

S 705.4 

$ 680.7 

S 431.2 

Items in net earnings not requiring (providing) cash: 




Cumulative effect of accounting change 



251.6 

Depreciation 

256.1 

265.2 

231.5 

Pre-tax gain on sale of subsidiaries 

(26.7) 

(65.9) 

(58.5) 

Deferred income taxes 

24.5 

(22.3) 

.1 

Other 

(49.3) 

11.9 

34.7 

Change in operating assets and liabilities: 




Accounts receivable 

(27.7) 

(17.7) 

(99.1) 

Inventories 

6.8 

13.3 

(15.3) 

Other current assets 

(5.4) 

(32.3) 

(.9) 

Accounts payable 

25.7 

(5.0) 

24.0 

Accrued liabilities 

57.4 

(27.7) 

(57.4) 

Net cash provided from operating activities 

966.8 

800.2 

741.9 

Investing activities 




Additions to properties 

(354.3) 

(449.7) 

(473.6) 

Proceeds from sale of subsidiaries 

95.5 

95.6 

115.0 

Property disposals 

15.6 

19.0 

18.8 

Other 

7.8 

(25.1) 

(10.6) 

Net cash used in investing activities 

(235.4) 

(360.2) 

(350.4) 

Financing activities 




Net borrowings of notes payable 

(1119) 

176.7 

21.6 

Issuance of long-term debt 

200.0 

208.3 

311.7 

Reduction of long-term debt 

(2.9) 

(1.7) 

(270.2) 

Issuance of common stock 

2.3 

2.9 

13.4 

Common stock repurchases 

(327.3) 

(548.1) 

(224.1) 

Cash dividends 

(313.6) 

(305.2) 

(286.4) 

Other 

(6.1) 

2.9 

11.4 

Net cash used in financing activities 

(559.5) 

(464.2) 

(422.6) 

Effect of exchange rate changes on cash 

(3.7) 

(4.0) 

(20.6) 

Increase (decrease) in cash and temporary investments 

168.2 

(28.2) 

(51.7) 

Cash and temporary investments at beginning of year 

98.1 

126.3 

178.0 

Cash and temporary investments at end of year 

S 266.3 

$ 98.1 

$ 126.3 


See notes to consolidated financial statements 
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Kellogg Company and Subsidiaries 

Notes to Consolidated Financia 

Note 1 Accounting policies 

Consolidation - The consolidated financial statements include the accounts of Kellogg 
Company and its wholly owned subsidiaries. Intercompany balances and transactions 
are eliminated. 

Certain amounts in the prior year financial statements have been reclassified to conform to 
the current year presentation. 

Cash and temporary investments - Highly liquid temporary investments with original 
maturities of less than three months are considered to be cash equivalents. The carrying 
amount approximates fair value. 

Inventories- Inventories are valued at the lower of cost (principally average) or market. 

Property - Fixed assets are recorded at cost and depreciated over estimated useful lives 
using straight-line methods for financial reporting and accelerated methods for tax 
reporting. Cost includes an amount of capitalized interest associated with significant 
capital additions. 

Net earnings per share - Net earnings per share is determined by dividing net earnings by 
the weighted average number of common shares outstanding during the year. 

Note 2 Leases 

Operating leases generally are for equipment and warehouse space. Rent expense on all op¬ 
erating leases, which generally are renewable at the Company's option, was $37.5 million 
in 1994, $43.7 million in 1993, and $42.4 million in 1992. There are no significant future 
minimum rental commitments under non-cancelable leases. 

Note 3 Research and development 

Expenditures for research and development are expensed as incurred, and generally include 
costs related to product and process advancements. Research and development costs charged 
to earnings during 1994 were $71.7 million. Comparable amounts for 1993 and 1992 were 
$59.2 million and $56.7 million, respectively. 

Note 4 Divestitures and other nonrecurring items 

All gains from divestitures and nonrecurring charges are recorded in other income 
(expense). None of the divestitures during the past three years were significant to the 
Company's consolidated revenues and earnings. 

During 1994, the Company recognized a pre-tax gain of $21.1 million ($13.3 million 
after tax or $.06 per share) from the sale of the Mrs. Smith's Frozen Foods pie business to 
The J.M. Smucker Co. The Company also recognized a pre-tax charge of $20.5 million ($13.1 
million after tax or $.06 per share) primarily from the initial funding of the Kellogg's Corporate 
Citizenship Fund, a private trust established for charitable donations. 

During 1993, the Company recognized a pre-tax gam of $32.2 million ($24.1 million after 
tax or $.10 per share) from the sale of Cereal Packaging, Ltd., a wholly owned subsidiary of 


St€aitemen#s 

Kellogg Company of Great Britain, Ltd., and a pre-tax gain of $33.7 million ($22.2 million 
after tax or $.10 per share) from the sale of the Argentine snack food business. The Company 
also recognized a pre-tax charge of $64.3 million ($41.1 million after tax or $.18 per share) 
from the write-down of certain assets in Europe and North America. 

During 1992, the Company sold Feam International Inc., a foodservice subsidiary, resulting in 
a pre-tax gain of $58.5 million ($39.2 million after tax or $.16 per share). The Company also 
recognized a pre-tax charge of $22.4 million ($13.5 million after tax or $.05 per share) from 
the disposition of convenience foods operations in Canada and other North American assets. 

Note 5 Shareholders' equity 

Under plans authorized by the Board of Directors, the Company purchased 6,194,500 
shares of its common stock in 1994, 9,487,508 shares in 1993, and 3,497,000 shares in 
1992. All purchases are included in treasury stock. Net exchange gains or losses resulting 
from the translation of assets and liabilities of foreign subsidiaries, except those in highly 
inflationary economies, are accumulated in the currency translation component of share¬ 
holders' equity. 


Components of shareholders' equity were: 






(a) Minimum 




Capital in 



pension 

Currency 


Common 

excess of 

Retained 

Treasury 

liability 

translation 

(millions) 

stock 

par value 

earnings 

stock 

adjustment 

adjustment 

Balance, January 1, 1992 

$77.4 

$60.2 

$2,889.1 

($ 880.9) 


$ 14.0 

Stock options exercised 

Net earnings 

.1 

9.0 

431.2 




Dividends 

Exchange adjustments 

Common stock repurchases 



(286.4) 

(224.1) 


(144.4) 

Balance, December 31, 1992 

77.5 

69.2 

3,033.9 

(1,105.0) 


(130.4) 

Stock options exercised 

Net earnings 

1 

2.8 

680.7 




Dividends 



(305.2) 




Exchange adjustments 

Minimum pension liability 
adjustment 

Common stock repurchases 




(548.1) 

($25.3) 

(36.8) 

Balance, December 31, 1993 

77.6 

72.0 

3,409.4 

(1.653.1) 

(25.3) 

(167.2) 

Stock options exercised 

Net earnings 


2.3 

705.4 




Dividends 



(313.6) 




Exchange adjustments 

Minimum pension liability 
adjustment 

Common stock repurchases 




(327.3) 

25.3 

7.9 

Other 


(5.7) 


(.2) 



Balance, December 31, 1994 

$77.6 

$68.6 

$3,801.2 

($1,980.6) 

$0.0 

($159.3) 


(a) Refer to Note 8 for explanation of the minimum pension liability adjustments. 
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Note 6 Debt 

Notes payable consist principally of commercial paper borrowings in the United States at 
the highest credit rating available, and to a lesser extent, bank loans of foreign subsidiaries 
at competitive market rates. U.S. borrowings at December 31, 1994, were S243.3 million 
with an effective interest rate of 5.9% and at December 31, 1993, were $352 9 million with 
an effective interest rate of 3.2%. At December 31, 1994, the Company had $594.3 mil¬ 
lion of short-term lines of credit, of which $554.2 million were unused and available for 
borrowing on an unsecured basis. 


Long-term debt at year-end consisted of: 


(millions) 

1994 

1993 

(a) Three-Year Notes due 1997 

$ 200.0 


(b) Five-Year Notes due 1998 

200.0 

$200.0 

(c) Five-Year Notes due 1997 

299.4 

299.2 

Other 

20.7 

23.9 


720.1 

523 1 

Less current maturities 

( 9 ) 

(1.5) 

Balance, December 31, 

$ 719.2 

$521.6 


(a) In September 1994, the Company issued $200 million of three-year long-term 
debt consisting of both 8.125% Euro Canadian Dollar Secured Notes and 5.25% Swiss Franc 
Secured Notes. These Notes were swapped into U.S. dollar obligations, with a variable rate 
indexed to the Federal Reserve AA composite rate on 30-day commercial paper, for the 
duration of the three-year term. 

(b) In October 1993, the Company issued $200 million of five-year 6.25% Euro Canadian 
Dollar Notes which were swapped into 4.629% fixed rate U.S. dollar obligations for the 
duration of the five-year term. In December 1993, the Notes were swapped into variable 
rate debt for a two-year period, indexed to the London Interbank Offered Rate. 

(c) In July 1992, the Company issued $300 million of five-year 5.9% U.S. dollar obligations. 
The Notes were swapped into variable rate debt for a two-year period expiring July 1994, 
indexed to the London Interbank Offered Rate. 

In August 1993, the Company filed a $200 million "shelf registration" with the Securities 
and Exchange Commission which remains unused at December 31,1994. 

Scheduled principal repayments on long-term debt are (in millions): 1996-$2; 1997-$502; 
1998-$207; 1999-$ 1. 

Interest paid, net of amounts capitalized, approximated interest expense in each of the three 
years ended December 31, 1994. Interest expense capitalized as part of the construction 
cost of fixed assets was (in millions): 1994-$6.9; 1993-$7.1; 1992-$4.4. 
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Note 7 Stock options 

The Key Employee Long-Term Incentive Plan provides for benefits to be awarded to exec¬ 
utive level employees in the form of stock options, performance shares, performance units, 
incentive stock options, restricted stock awards, and other stock-based awards. Under this 
plan, options have been granted with exercise prices equal to the fair market value of the 
Company's common stock at the time of grant, exercisable for a ten-year period follow¬ 
ing the date of grant. The plan also contains a reload option feature. When Company 
stock is surrendered to pay the exercise price of a stock option, the holder of the option 
is granted a new option for the number of shares surrendered. For all options reloaded, 
the expiration date is not changed, but the option price becomes the fair market value of 
the Company's stock on the date the new reload option is granted Under this plan, op¬ 
tions for 10,620,578 and 9,949,433 shares were available for grant at January 1,1994, 
and December 31,1994, respectively. 

In addition, during 1994 shareholders approved the adoption of the Kellogg Employee 
Stock Ownership Plan. This plan is designed to offer stock and other incentive awards 
based on Company performance to employees who are not eligible to participate in the 
Key Employee Long-Term Incentive Plan. Under this plan, during 1994, options for 778,480 
shares were granted with exercise prices equal to fair market value, exercisable for a ten- 
year period following the date of grant, subject to vesting rules. These rules provide for 
50% of the options to vest after three years and the remaining 50% to vest after five 
years, from grant date. Under this plan, options for 5,228,710 shares remained available 
for grant at December 31,1994. 


Transactions under these plans were: 



Shares 

Average price 

Under option, January 1, 1993 

1,909,382 

$52.92 

Granted 

848,885 

62.40 

Less exercised 

(293,494) 

45.46 

Less cancelled 

(30,186) 

59.10 

Under option, December 31, 1993 

2,434,587 

$56 95 

Granted 

1,607,984 

53.46 

Less exercised 

(85,647) 

38.20 

Less cancelled 

(151,589) 

54.85 

Under option, December 31, 1994 

3 , 805,335 

$ 56.03 

Exercisable, December 31, 1994 

3 , 034.195 

$ 57.54 


Note 8 Pension benefits 

The Company has a number of U.S. and worldwide pension plans to provide retirement 
benefits for its employees. Benefits for salaried employees are generally based on salary 
and years of service, while union employee benefits are generally a negotiated amount 
for each year of service. Plan funding strategies are influenced by tax regulations. Plan 
assets consist primarily of equity securities with smaller holdings of bonds, real estate, and 
other investments. 


















The components of pension expense were: 


(millions) 


1994 

1993 

1992 

Service cost 


$ 29.0 

$24.9 

$23.7 

Interest cost 


60.3 

57.8 

57.2 

Actual (return) loss on plan assets 


( 3 . 5 ) 

(76.3) 

(22.8) 

Net amortization and deferral 


(51.0) 

26.7 

(27.3) 

Pension expense - Company plans 


34.8 

33.1 

30.8 

Pension expense - multiemployer plans 


2.0 

3.1 

1.5 

Total pension expense 


$ 36.8 

$36.2 

$32.3 

Reconciliation of funded status of the plans at year-end 

was: 



Underfunded 

Overfunded 

(millions) 

1994 

1993 

1994 

1993 

Accumulated benefit obligation: 





Nonvested 

$ 5.6 

$ 35.3 

S 51.7 

$ 26.9 

Vested 

35.0 

288.8 

592.4 

322 3 

Total 

40.6 

324.1 

644.1 

349.2 

Projected salary increases 

14.6 

13.8 

89.7 

86.3 

Projected benefit obligation 

55.2 

337 9 

733.8 

435.5 

Plan assets at fair value 

9.5 

279.5 

711.9 

404.4 

Assets (less) greater than 





projected benefit obligation 

( 45 . 7 ) 

(58.4) 

( 21 . 9 ) 

(31.1) 

Unrecognized net (gain) loss 

7.7 

41.3 

83.3 

25.7 

Unrecognized transition amount 

( 2 . 5 ) 

19.3 

.4 

(14,6) 

Unrecognized prior service cost 

4.9 

46.3 

56.3 

21.3 

Minimum liability adjustment 

(1.9) 

(96.0) 



Prepaid (accrued) pension ($ 37 . 5 ) 

($ 47.5) 

$118.1 

$ 1.3 


The underfunded liability in excess of the unamortized prior service cost and the net tran¬ 
sition obligation was recorded as a reduction in shareholders' equity of $25.3 million, net 
of tax, as of December 31, 1993. The shift from underfunded to overfunded plan status 
at year-end 1994 versus year-end 1993, was primarily due to plan funding and an increase 
in the assumed discount rate, reducing the accumulated benefit obligation. The amount of 
intangible assets related to underfunded pension plans was correspondingly reduced from 
$56.9 million at year-end 1993 to $1.9 million at year-end 1994. 

The 1993 projected benefit obligation was impacted by plan improvements that covered 
most U.S. employees. All gains and losses are recognized over the average remaining 
service period of active employees. 

The worldwide weighted averages for actuarially assumed discount rate, long-term rate of 
compensation increase, and long-term rate of return on plan assets were 8.3, 5.3, and 9.5 
percent in 1994; 7.9, 5.4, and 9.5 percent in 1993; and 9.2, 6.7, and 9.6 percent in 1992. 


The Company and certain subsidiaries sponsor 401 K or similar savings plans for 
active employees. Expense related to these plans was (in millions): 1994-$ 16; 1993-$ 16; 
1992-$17. 

Note 9 Nonpension postretirement benefits 

Effective January 1, 1992, the Company adopted FAS 106, "Employers' Accounting for 
Postretirement Benefits Other Than Pensions." This standard requires that the estimated cost 
of postretirement benefits, principally health care, be accrued over the period earned rather 
than expensed as incurred. 

The transition effect of adopting FAS 106 on the immediate recognition basis, as of 
January 1, 1992, resulted in a charge of $251.6 million ($1.05 per share) to 1992 earn¬ 
ings, net of approximately $144.6 million of income tax benefit. The Company adopted 
FAS 106 on a worldwide basis; however, costs associated with subsidiaries outside North 
America are insignificant. 

The Company and its North American subsidiaries provide health care and certain other 
benefits to substantially all retired employees, their covered dependents, and beneficiaries. 
Generally, employees are eligible for these benefits when one of the following service/ 
age requirements are met: 30 years and any age; 20 years and age 55; 5 years and age 62. 

Components of postretirement benefit expense were: 


(millions) 

1994 

1993 

1992 

Service cost 

$ 13.3 

$12.1 

$10.9 

Interest cost 

39.2 

38.6 

34.9 

Net amortization and deferral 

3.1 

1.0 


Postretirement benefit expense 

$ 55.6 

$51.7 

$45.8 


Actuarial assumptions used to determine the accumulated postretirement benefit obli¬ 
gation include a discount rate of 8.5% for 1994, 7.75% for 1993, and 9% for 1992. The 
assumed health care cost trend was 8.5% for 1994, decreasing gradually to 6% by the 
year 2000 and remaining at that level thereafter. These trend rates reflect the Company's 
prior experience and management's expectation that future rates will decline. Increasing 
the assumed health care cost trend rates by 1 percentage point in each year would 
increase the accumulated postretirement benefit obligation as of December 31, 1994, 
by $67.8 million and postretirement benefit expense for 1994 by $8.4 million All gains and 
losses are recognized over the average remaining service period of active plan participants. 
The Company's postretirement health care plans currently are not funded. 
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The accrued postretirement benefit cost included in the balance sheet at year-end was: 


(millions) 

1994 

1993 

Accumulated benefit obligation 

Retirees 

$ 250.7 

$251.7 

Active plan participants 

254.5 

265.0 


505.2 

516.7 

Unrecognized experience loss 

1.0 

(47.2) 

Unrecognized prior service cost 

( 5 ) 

(5) 

Accrued postretirement benefit cost 

$ 505.7 

$469.0 


Note 10 Income taxes 

Effective January 1, 1992, the Company adopted FAS 109, "Accounting for Income 
Taxes." This standard requires the use of the asset and liability approach for financial 
reporting of income taxes. The Company previously accounted for income taxes in con¬ 
formity with FAS 96. The effect of the accounting change was not material except for 
allowing recognition of the tax benefit associated with the cumulative effect of adopting 
FAS 106 (refer to Note 9). 


Earnings before income taxes and the provision for U.S. federal, state, and foreign taxes on 
these earnings were: 


(millions) 

1994 

1993 


1992 

Earnings before income taxes and 
cumulative effect of accounting change: 
United States 

$ 741.1 

$ 703.3 

S 

727.3 

Foreign 

388.9 

330.8 


343.1 


$ 1 , 130.0 

$1,034.1 

$1,070.4 

Income taxes: 

Currently payable: 

Federal 

$ 207.4 

$ 233.0 

$ 

226.8 

State 

42.4 

380 


27.8 

Foreign 

150.3 

104.7 


132.9 


400.1 

375.7 


387.5 

Deferred. 

Federal 

18.1 

(19.4) 


(4.2) 

State 

.2 

(2.2) 


(1.0) 

Foreign 

6.2 

(.7) 


5.3 


24.5 

(22.3) 


.1 

Total income taxes 

$ 424.6 

$ 353.4 

$ 

387.6 
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The difference between the U.S. federal statutory tax rate and the Company's effective 
rate was: 


1994 1993 1992 


U S statutory rate 

35 . 0 % 

35.0% 

34.0% 

Foreign rates varying from 35% 

.2 

(1.5) 

12 

State income taxes, net of federal benefit 

2.5 

2.2 

1.7 

Other 

(. 1 ) 

(1.5) 

(.7) 

Effective income tax rate 

37 . 6 % 

34 2% 

36.2% 


The deferred tax assets and liabilities included in the balance sheet at year-end were: 



Deferred tax assets 

Deferred tax liabilities 

(millions) 

1994 

1993 

1994 

1993 

Current: 





Promotion and advertising 

$ 46.0 

$ 54.4 

$ 5.8 

$ 7.5 

Wages and payroll taxes 

13.9 

12.8 



Pension 


1.5 

9.5 

10.6 

Health and postretirement benefits 

15.3 

13.1 



State taxes 

8.4 

96 



Other 

22.7 

27.9 

13.0 

11.4 


106.3 

1193 

28.3 

29 5 

Less valuation allowance 

( 4 . 0 ) 

(5.9) 




102.3 

113.4 

28.3 

29.5 

Noncurrent: 





Depreciation and asset disposals 

7.0 

4.9 

313.8 

301.2 

Postretirement benefits 

177.7 

162.3 

28.0 

154 

Capitalized interest 

3.5 

3.7 

32.7 

32.6 

State taxes 

1.7 

.7 



Other 

13.4 

16.6 

7.9 

3.2 


203.3 

188 2 

382.4 

352 4 

Less valuation allowance 

( 13 . 9 ) 

(10.6) 




189.4 

177.6 

382.4 

352.4 

Total deferred taxes 

$ 291.7 

$291.0 

$ 410.7 

$381.9 


At December 31, 1994, foreign subsidiary earnings of $1.27 billion were considered 
permanently invested in those businesses. Accordingly, U.S. income taxes have not 
been provided on these earnings. Foreign withholding taxes of approximately $57 million 
would be payable upon remittance of these earnings. Subject to certain limitations, the with¬ 
holding taxes would then be available for use as tax credits against the U.S. tax liability. 

Cash paid for income taxes was (in millions): 1994-$396; 1993-$425; 1992-$361. 



































Note 11 Financial instruments and credit risk concentration 

The fair values of the Company's financial instruments are based on carrying value in the 
case of short-term items, quoted market prices for derivatives and investments, and, in the 
case of long-term debt, incremental borrowing rates currently available on loans with sim¬ 
ilar terms and maturities. The carrying amounts of the Company's cash, temporary invest¬ 
ments, receivables, notes payable, and long-term debt approximate fair value. 

The Company uses derivative financial instruments only for the purpose of hedging 
currency, price, and interest rate exposures which exist as a part of its ongoing business 
operations. The Company does not engage in speculative transactions. 

The Company enters into forward contracts and options to hedge against the adverse 
impact of fluctuations in foreign currency-denominated receivables, payables, inter¬ 
company loans, and other commitments. Gains and losses on forward contracts and 
options are not significant and are recognized in the earnings statement in the same period 
as the hedged transaction. Gains and losses related to currency hedges of net investments 
in foreign subsidiaries are recorded in the cumulative translation adjustment component 
of shareholders' equity. 

Forward contracts and options generally have maturities of six months or less and are 
entered into with major international financial institutions. The notional amounts of open 
forward contracts and options were $91.2 million and $77.5 million, at December 31,1994 
and 1993, respectively. 

The Company enters into currency and interest rate swaps in connection with certain 
debt issues (refer to Note 6 for a description of outstanding swaps). Currency swaps 
are used to convert foreign currency-denominated debt to U.5. dollars; thereby, mini¬ 
mizing the risk of currency fluctuations in these debt issues. The Company enters into 
interest rate swaps to reduce borrowing costs and to achieve a desired proportion of vari¬ 
able versus fixed rate debt, based on current and projected market conditions. Gains and 
losses from currency and interest rate swaps are not significant and are recognized over the 
life of the debt issue as a component of interest expense. The notional amounts of currency 
and interest rate swaps were $600 million and $723.9 million at December 31, 1994 and 
1993, respectively. 

The Company also uses commodity futures and options to hedge raw material costs. 
Gains and losses realized upon sale or exchange of these contracts are not significant 
and are recognized in cost of goods sold. The notional amounts of commodity futures 
and options outstanding at December 31, 1994 and 1993, as well as related deferred 
gains or losses, were insignificant. 

The Company is exposed to credit loss in the event of nonperformance by counter¬ 
parties on foreign exchange contracts, currency and interest rate swaps, and com¬ 
modity hedges. This credit loss is limited to the cost of replacing these contracts at 
current market rates. Management believes that the risk of such loss is remote. 

Financial instruments which potentially subject the Company to concentrations of credit 
risk are primarily cash, temporary investments, and accounts receivable. The Company 


places its investments in highly rated financial institutions and investment grade 
short-term debt instruments, and limits the amount of credit exposure to any one entity. 
Concentrations of credit risk with respect to accounts receivable are limited due to the 
large number of customers, generally short payment terms, and their dispersion across 
geographic areas. 


Note 12 Quarterly financial data (unaudited) 


(millions, except 

Net sales 

Gross profit 

per share data) 

1994 

1993 

1994 

1993 

First 

$1,611.2 

$1,518.4 

$879.2 

$793.4 

Second 

1,616.9 

1,541.6 

888.2 

785.7 

Third 

1,741.9 

1,669.2 

985.7 

897.3 

Fourth 

1,592.0 

1,566.2 

858.2 

830.0 


$6,562.0 

$6,295 4 

$3,611.3 

$3,306.4 


Net earnings 

Earnings per share 


1994 

1993 

1994 

1993 

First 

$183.9 

$179.2 

$ .81 

$ .76 

Second 

151.5 

142.7 

.68 

.62 

Third 

216.7 

209.3 

.96 

.90 

Fourth 

153.3 

149 5 

.70 

.66 


$705.4 

$680 7 

$3.15 

$2.94 


The principal market for trading Kellogg shares is the New York Stock Exchange. The 
shares are also traded on the Boston, Cincinnati, Midwest, Pacific, and Philadelphia 
Stock Exchanges. On December 31, 1994, the closing price (on the NYSE) was $58,125 
and there were approximately 29,721 shareholders of record. Dividends paid per 
share of common stock increased 6% to $1.40 in 1994, marking the 38th consecutive 
year of increase. Management believes the trend of increased dividends will continue 
in 1995. 

Dividends paid and the quarterly price ranges on the New York Stock Exchange during the 
last two years were: 


1994 - Quarter 

Dividend 

High 

Low 

Fourth 

$ .36 

$60.50 

$56 38 

Third 

.36 

57.38 

51.25 

Second 

.34 

56.38 

47.75 

First 

.34 

58.00 

48.25 

$1.40 

1993 

Fourth 

$ 34 

$61.88 

$48.75 

Third 

.34 

54.88 

47.25 

Second 

.32 

61.00 

51.00 

First 

.32 

67 88 

59.38 

$1.32 
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Note 13 Operating segments 

The Company operates in a single industry - manufacturing and marketing convenience 
food products throughout the world. The following table describes operations by geographic 
area. Geographic operating profit includes allocated corporate overhead expenses. Corporate 
assets are comprised principally of equity investments, cash, and temporary investments held 
for general corporate purposes 


Net sales (a) 

(millions) 

1994 % change 

1993 

% change 

1992 

% change 

United States 
% of total 

S3,840.8 2 

59% 

$3,783.9 

60% 

6 

$3,564.9 

58% 

5 

Europe 
% of total 

1,637.3 9 

25% 

1,505.9 

24% 

-8 

1,643.6 

27% 

14 

Other areas 
% of total 

1,083.9 8 

16% 

1,005.6 

16% 

2 

982.1 

15% 

6 

Consolidated 

$6,562.0 4 

$6,295.4 

2 

$6,190.6 

7 

Operating profit (a) 

(millions) 1994 % change 

1993 

% change 

1992 

% change 

United States 
% of total 

S708.5 8 

61% 

$658.0 

62% 

9 

$602.8 

57% 

1 

Europe 
% of total 

279.3 14 

24% 

245.1 

23% 

-13 

281.2 

26% 

8 

Other areas 
% of total 

174.8 5 

15% 

165.8 

15% 

-7 

178.8 

17% 

3 

Consolidated 

$1,162.6 9 

$1,068.9 

1 

$1,062.8 

3 

Identifiable assets (a) 

(millions) 1994 % change 

1993 

% change 

1992 

% change 

United States 
% of total 

$2,242.0 -4 

50% 

$2,344.8 

55% 

14 

$2,065.1 

51% 

11 

Europe 
% of total 

1,252.6 21 

28% 

1,036.2 

24% 

-6 

1,106.7 

28% 

-5 

Other areas 
% of total 

953.7 14 

21% 

833.2 

20% 

4 

797.9 

20% 

-9 

Corporate assets 
% of total 

19.0 -17 

1% 

22.9 

1% 

-49 

45.3 

1% 

74 

Consolidated 

$4,467.3 5 

$4,237 1 

6 

$4,015.0 

2 


(a) Includes the results and assets of divested businesses through the date of divestment. (Refer to Note 4.) 
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Report of Independent Accountants 

Price Waterhouse LLP 

To the Shareholders and Board of Directors of Kellogg Company 

In our opinion, the accompanying consolidated balance sheet and the related consol¬ 
idated statements of earnings and retained earnings and of cash flows present fairly, 
in all material respects, the financial position of Kellogg Company and its subsidiaries 
at December 31,1994 and 1993, and the results of their operations and cash flows for each 
of the three years in the period ended December 31,1994, in conformity with generally ac¬ 
cepted accounting principles. These financial statements are the responsibility of 
the Company's management; our responsibility is to express an opinion on these financial 
statements based on our audits. We conducted our audits of these statements in accord¬ 
ance with generally accepted auditing standards which require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements 
are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements, assessing the account¬ 
ing principles used and significant estimates made by management, and evaluating the 
overall financial statement presentation. We believe that our audits provide a reasonable 
basis for the opinion expressed above. 

As discussed in Notes 9 and 10 to the financial statements, during 1992 the Company 
changed its methods of accounting for post-retirement benefits other than pensions and 
for income taxes. 


Battle Creek, Michigan 
February 3, 1995 
















Worldwide Operations 

Argentina 

Kellogg's ® cereals 

Australia 

Kellogg's cereals, breading products, 
toaster pastries 

Brazil 

Kellogg's cereals, baby food cereals, 
breading products 

Canada 

Kellogg's ' cereals, toaster pastries, 
Eggo waffles 

Colombia 

Kellogg's cereals, breading products 

Denmark 

Kellogg's cereals, Foska peas, 
rolled oats 

France 

Kellogg's" cereals 

Germany 

Kellogg's cereals, cereal bars, 
breading products 

Great Britain 

Kellogg's " cereals, toaster pastries 


Guatemala 

Kellogg's" cereals, breading products 

India 

Kellogg's " cereals 

Italy 

Kellogg's cereals, breading products 

Japan 

Kellogg's" cereals 

Latvia 

Kellogg's ' cereals 

Mexico 

Kellogg's cereals, breading products 

South Africa 

Kellogg's" cereals, breading products 

South Korea 

Kellogg's cereals 

Spain 

Kellogg's cereals 

United States 

Kellogg's cereals, cereal bars, croutons, 
toaster pastries, breading and stuffing 
products, Eggo " waffles 

Venezuela 

Kellogg's cereals, breading products 


Manufacturing Locations 

North America 

San Jose, California 
San Leandro, California 
Atlanta, Georgia 
Battle Creek, Michigan 
Omaha, Nebraska 
Blue Anchor, New Jersey 
London, Ontario 
Lancaster, Pennsylvania 
Muncy, Pennsylvania 
Memphis, Tennessee 
Rossville, Tennessee 

Europe 

Svendborg, Denmark 
Bremen, Germany 
Manchester, Great Britain 
Wrexham, Great Britain 
Brescia, Italy 
Riga, Latvia 
Springs, South Africa 
Vails, Spain 

Asia-Pacific 

Sydney, Australia 
Taloja, India 
Takasaki, Japan 
Anseong, South Korea 

Latin America 

Buenos Aires, Argentina* 

Sao Paulo, Brazil 
Bogota, Colombia 
Guatemala City, Guatemala 
Queretaro, Mexico 
Maracay, Venezuela 

* Plant dosed 1994 New plant at Pilar onens 1995 
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Arnold G. Langbo 

Chairman of the Board 
Chief Executive Officer 
Kellogg Company 

Russell G. Mawby 

Chairman of the Board and 
Chief Executive Officer 
W. K. Kellogg Foundation 
Battle Creek, Michigan 

Ann McLaughlin 

President 

Federal City Council 
Washington, D C. 

J. Richard Munro 

Chairman of the 
Executive Committee 
Time Warner Inc. 

New York, New York 


Harold A. Poling 

Chairman and 

Chief Executive Officer, Retired 
Ford Motor Co. 

Dearborn, Michigan 

Donald Rumsfeld 

Chairman and 

Chief Executive Officer, Retired 
General Instrument 
Corporation 
Chicago, Illinois 

Timothy P. Smucker 

Chairman 

The J. M. Smucker Company 
Orrville, Ohio 

Dolores D. Wharton 

President 

The Fund for Corporate 
Initiatives, Inc. 

New York, New York 

John L. Zabriskie 

Chairman of the Board and 
Chief Executive Officer 
The Upjohn Company 
Kalamazoo, Michigan 

Committees 

Executive Committee 

Arnold G. Langbo (Chairman) 
Gordon Gund 
Russell G. Mawby 
Harold A. Poling 

Audit Committee 

Claudio X. Gonzalez (Chairman) 

Ann McLaughlin 

J. Richard Munro 

Timothy P. Smucker 

John L. Zabriskie 


Committee on Social Responsibility 

Ann McLaughlin (Chairman) 

Charles W. Elliott 
William E LaMothe 
Russell G. Mawby 
Dolores D. Wharton 
John L. Zabriskie 

Compensation Committee 

Russell G. Mawby (Chairman) 

Gordon Gund 
J. Richard Munro 
Harold A. Poling 
Donald Rumsfeld 
Dolores D. Wharton 

Employee Benefits Advisory 
Committee 

Dolores D. Wharton (Chairman) 
Charles W. Elliott 
Claudio X. Gonzalez 
Timothy P. Smucker 
John L. Zabriskie 

Finance Committee 

Donald Rumsfeld (Chairman) 

Charles W. Elliott 
Claudio X. Gonzalez 
William E. LaMothe 
Timothy P. Smucker 

Nominating Committee 

Gordon Gund (Chairman) 

William E. LaMothe 
Ann McLaughlin 
J. Richard Munro 
Harold A. Poling 
Donald Rumsfeld 


‘Retired, effective December 31, 1994 







Arnold G. Langbo 

Chairman of the Board 
Chief Executive Officer 

Charles W. Elliott 

Executive Vice President - Administration 
Chief Financial Officer 

William A. Camstra 

Executive Vice President 
President - Kellogg Latin America 

Donald G. Fritz 

Executive Vice President 
President - Kellogg Europe 

Carlos M. Gutierrez 

Executive Vice President 
President- Kellogg Asia-Pacific 

Thomas A. Knowlton 

Executive Vice President 
President - Kellogg North America 

Donald W. Thomason 

Executive Vice President 
Corporate Services and Technology 

Richard M. Clark 

Senior Vice President 
General Counsel and Secretary 

Robert L. Creviston 

Senior Vice President - Human Resources 

Daryl R. Schaller 

Senior Vice President - Scientific Affairs 

Joseph M. Stewart 

Senior Vice President - Corporate Affairs 

Michael J. Teale 

Senior Vice President - Worldwide Operations 
and Technology 

Donna J. Banks 

Vice President - Research and Development 

Celeste A. Clark 

Vice President 

George A. Franklin 

Vice President - Worldwide Government Affairs 


Charles E. French 

Wee President - Finance and Treasurer 

Victor L. Fulgoni, III 

Wee President - Nutrition 

Edward J. Gildea 

Wee President - Legal 

John R. Hinton 

Wee President 

Paul A. Humiston Jr.* 

Wee President - International Manufacturing 
and Technology 

Richard J. Lilly 

Wee President - Travel Services 

Jeanene M. Mallmann 

Wee President 

President - McCamly Square Division 

William J. Mayer, M.D. 

Wee President - Medical Affairs 

Gary A. Reimer 

Wee President - Taxes 

W. Lawrence Romans 

Wee President - Internal Auditing 

Jay W. Shreiner 

Vice President - Information Services 

Alan Taylor 

Wee President and Corporate Controller 

Joseph J. Tubilewicz 

Wee President - Worldwide Purchasing 

Kellogg North America 

Thomas A. Knowlton 

President 

President - Kellogg USA Inc. 

Arthur A. Byrd 

Executive Vice President - Operations 
Kellogg USA Inc. 

Alan F. Harris 

Executive Vice President - Marketing and Sales 
Cereal Division 
Kellogg USA Inc. 


John R. Hinton 

Executive Vice President - Finance and Administration 
Kellogg USA Inc. 

Frederick M. Jaques 

President - Kellogg Canada Inc. 

Jonathan D. Wilson 

Executive Vice President 

General Manager - Convenience Foods Division 
Kellogg USA Inc. 

Kellogg Europe 

Donald G. Fritz 

President 

M. John Cook 

Regional Director 

Timothy P. Mobsby 

Regional Director 

Managing Director - Kellogg Company of 
Great Britain, Ltd. 

Bernd Wilhelm 

Regional Director 

Managing Director - Kellogg (Deutschland) GmbH 

Kellogg Asia-Pacific 

Carlos M. Gutierrez 

President 

Peter A. Horekens 

Director - Asian Operations 

W. Murray Rogers 

Managing Director- Kellogg (Australia) Pty. Ltd. 

Kellogg Latin America 

William A. Camstra 

President 

Rafael Obregon 

Managing Director- Kellogg de Mexico, S.A. de C.V 

•Retired, effective February 1, 1995 
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Kellogg Company 

One Kellogg Square 
Battle Creek, Ml 49016-3599 
(616) 961-2000 

Common Stock 

Listed on the New York Stock Exchange 
Ticker Symbol: K 

Independent Accountants: 

Price Waterhouse LLP 

Transfer Agent, Registrar, and 
Dividend Disbursing Agent: 

Communications concerning stock transfer, 
dividend payments, lost certificates, and 
change of address should be directed to: 

Harris Trust and Savings Bank 
Corporate Trust Division 
P.O. Box 755 
Chicago, IL 60690 
(800)323-6138 

Fiscal Agent: 

5.90% U S. Dollar Notes Due 
July 15, 1997 
Bankers Trust 
Four Albany Street 
New York, NY 10015 

6.25% Euro Canadian Dollar Notes Due 
October 12, 1998 
The Chase Manhattan Bank 
4 Chase Metro Tech Centre, Third Floor 
Brooklyn, NY 11245 

Trustee and Collateral Agent: 

5.25% Swiss Franc Secured Notes Due 

September 29,1997 

8.125% Euro Canadian Dollar Secured 

Notes Due September 29,1997 

The Chase Manhattan Bank 

4 Chase Metro Tech Centre, Third Floor 

Brooklyn, NY 11245 


Dividend Reinvestment and 
Stock Purchase Plan: 

This Plan, available to shareholders, 
allows for full or partial dividend reinvest¬ 
ment and voluntary cash purchases, with 
brokerage commissions and service 
charges paid by the Company. For details, 
contact: 

Harris Trust and Savings Bank 
P.O. Box A3309 
Chicago, IL 60690 
(800)323-6138 

Duplicate Mailings: 

When shares owned by one shareholder 
are held in different names, duplicate 
mailings of shareholder information may 
result. If you currently receive duplicate 
reports, you can help eliminate the added 
expense by requesting that only one copy 
be sent. Send the labels or label informa¬ 
tion to our transfer agent, Harris Trust 
and Savings Bank, indicating which name 
you wish to keep on the list. This change 
will not affect dividend or proxy mailings. 

Company Information: 

Copies of the Company's Annual Report 
on Form 10-K or on audio cassette, 
quarterly reports on Form 10-Q,* and 
other corporate and product information 
are available upon request from: 

Kellogg Company 
P.O. Box CAMB 
Battle Creek, Ml 49016-1986 
(800) 962-1413 

‘Form 10-Q provides a business review of each 
of the first three quarters, as well as the financial 
statistics previously provided in our quarterly 
reports, which are no longer published. 


Investor Relations: 

(616) 961-2767 

Shareholder Relations: 

(616) 961-2380 

Kellogg Better 
Government Committee: 

This committee is organized to permit 
Company shareholders, executives, 
administrative personnel, and their 
families to pool their contributions in 
support of candidates for elected offices 
at the federal level who believe in sound 
economic policy and real growth, and 
who will fight inflation and unemploy¬ 
ment, try to decrease taxes, and reduce 
the growth of government. Interested 
shareholders are invited to write for 
further information: 

Kellogg Better Government Committee 
ATTN: Joseph M. Stewart 
One Kellogg Square 
Battle Creek, Ml 49016-3599 


Throughout this Annual Report, 
references in italics represent worldwide 
trademarks or product names owned by 
or associated with Kellogg Company. 

TM,® Kellogg Company 
© 1995 Kellogg Company 

*TM Healthy Choice is a trademark of 
ConAgra, used under license. 

© 

This report is printed on recycled paper. 


32 





Our Shared Values 

Profit and Growth 

Profitable growth is our primary purpose. We are committed to consistent, 

long-term growth in earnings and to superior returns for our shareholders. 

We want to be, and be recognized as, a growth company. 

To meet this commitment, we will: 

• Grow and expand our core businesses. 

• Strengthen our global leadership in ready-to-eat cereal 

• Provide nutritious products of superior 
quality and value. 

• Excel in the introduction of products 
that meet consumer needs. 

• Consider acquisition opportunities consistent 
with our growth and profit objectives. 


People 

Kellogg people are our Company's greatest 
competitive advantage. Each and every individual will 
be given the opportunity to contribute to and share in 
the Company's success. We are committed to helping 
Kellogg people reach their full potential and to recognizing 
their achievements. 

To meet this commitment, we will: 

• Attract, select and retain top quality people. 

• Provide training, development and growth opportunities. 

• Promote from within whenever possible. 

• Provide an environment in which people can excel based on shared 
values, open communications and shared learning. 

• Recognize achievement and reward performance. 

• Provide equal opportunity and respect the cultural diversity of 
Kellogg people. 

Consumer Satisfaction and Quality 

The consumer is the ultimate judge of our success. Kellogg people, together 
with our suppliers and trade partners, will provide consumers with products 
and services of superior value. We are committed to excellence in everything 
we do. 



ellogg is a global company com 
long-term growth in vol 
profit and to enhancing its worldwide 
leadership position by providing 
nutritious food products 
of superior value. 


To meet this commitment, we will: 

• Strive for excellence as defined by our internal and external customers. 

• Pursue partnerships with our customers, suppliers and Kellogg people 
to achieve common goals. 

• Promote continuous and measurable improvement to increase our 
competitive advantage and leadership position. 

Build responsibility for quality into every function in 
our organization. 


Integrity and Ethics 

Integrity is the cornerstone of our business 
practice. We will conduct our affairs in a 
manner consistent with the highest ethical 
standards. 

To meet this commitment, we will: 

• Engage in fair and honest business practices. 

• Show respect for each other, our consumers, 
customers, suppliers, shareholders and the 

communities in which we operate. 

• Communicate in an honest, factual and 
accurate manner. 



Social Responsibility 

Social responsibility is an integral part of our heritage. We are 
committed to be, and be recognized as, an economic, intellectual and 

social asset in each community, region and country in which we operate. 

To meet this commitment, we will: 

• Produce quality products and market them in a responsible manner. 

• Encourage Kellogg people to participate in community programs and 
invest company resources, human and financial, in organizations that 
benefit the people in our communities. 

• Ensure our facilities, working environments and employment practices 
reflect good citizenship. 

• Conduct our business in a manner which protects the environment and 
demonstrates good stewardship of our world's natural resources. 









Kellogg Company 

One Kellogg Square 

Battle Creek, Michigan 49016-3599 

Telephone (616) 961-2000 






